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PREFACE

On December 8, 1993, Title VI of the North American Free Trade Agreement Implementation Act
(Pub. L. 103-182, 107 Stat. 2057), which is aso known as the Customs Modernization Act or “Mod Act,”
became effective. These provisions amended many sections of the Tariff Act of 1930 and related laws. Two
new concepts which emerge from the Mod Act are “informed compliance” and “shared responsibility.”
These concepts are premised on the idea that in order to maximize voluntary compliance with Customs laws
and regulations, the trade community needs to be clearly and completely informed of its legal obligations.
Accordingly, the Mod Act imposes a greater obligation on Customs to provide the public with improved
information concerning the trade community's responsibilities and rights under the Customs and related laws.
In addition, both the trade and Customs share responsibility in carrying out import requirements. For example,
under section 484 of the Tariff Act, asamended, (19 U.S.C. 81484) the importer of record is responsible for
using reasonable care to enter, classify and value imported merchandise, and provide any other information
necessary to enable Customs to properly assess duties, collect accurate statistics and determine whether any
other applicable legal requirement is met. The Customs Service is then responsible for fixing the fina
classification and value of the merchandise. The failure of an importer of record to exercise reasonable care
may lead to delay in the release of merchandise or the imposition of pendties.

This office has been given amajor role in meeting Customs informed compliance responsibilities. In
order to provide information to the public, Customs intends to issue a series of informed compliance
publications, and possibly CD-ROMs and videos, on topics such as value, classification, entry procedures,
determination of country of origin, marking requirements, intellectual property rights, record keeping,
drawback, penalties and liquidated damages.

The International Agreements Staff of the Office of Regulations and Rulings has prepared this
publication on Tariff Classification, as part of a series of informed compliance publications regarding the
classification of imported merchandise. It is hoped that this material, together with seminars and increased
accessto Customsrulings, will hel p the trade community inimproving voluntary compliance with the Customs
laws.

The information provided in this publication is for general information purposes only. Recognizing
that many complicated factors may be involved in customs valuation issues, an importer may wish to obtain
aruling under Customs Regulations, 19 C.F.R. Part 177, or obtain advice from an expert (such asalicensed
Customs Broker, attorney or consultant) who specializes in Customs matters. Reliance solely on the genera
information in this pamphlet may not be considered reasonable care.

Comments and suggestions are welcomed, and should be addressed to the Assistant Commissioner at
the Office of Regulationsand Rulings, U.S. Customs Service, 1300 Pennsylvania Avenue, N.W., Washington,
D.C. 20229.

Stuart P. Seidel
Assistant Commissioner
Office of Regulations and Rulings
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TARIFF CLASSIFICATION

GENERAL BACKGROUND

When goods areimported into the Customs Territory of the United States (thefifty states, the District
of Columbia and Puerto Rico), they are subject to certain formalities involving the U.S. Customs
Service. Inalmost al cases, the goods arerequired to be “entered,” that is, declared to the Customs
Service, and are subject to detention and examination by Customs officers to insure compliance with
al laws and regulations enforced or administered by the United States Customs Service. The
required entry process may take the form of asimple *baggage declaration” (for individuals), or one
of the many types of customs “entries,” for consumption, warehousing, or transit. Low value
importations may be subject to smplified or informal Customs clearance procedures. For example,
certain low value mail importations may be declared on a sticker obtainable at post offices, while
importations by individuals that do not exceed their duty-free persona exemptions may often be
made by an ora declaration to a Customs officer. On the other hand, in most cases involving
commercia goods, and someinvolving non-commercial importations, the importer or hisagent must
“enter” the goods by filing an electronic or paper “entry” to obtain release of the goods followed by
an electronic or paper “entry summary.” As part of the entry process, goods must be “classified”
(determined where in the U.S. tariff system they fal) and their value must be determined.

Prior to enactment into law of the Customs Modernization Act (Title VI of the North American Free
Trade Agreement Implementation Act, Public Law 104-183), on December 8, 1993, an importer
was required to accurately describe the merchandise and tell Customs how much it cost. It wasthe
Customs Service' sresponsibility to “classify” the goodsand determinetheir “value” (appraisethem
to alow the correct duty to be applied).

Pursuant to the Customs Modernization Act, it isnow the responsibility of the importer of record to
use “reasonable care” to “enter,” “classify” and “value” the goods and provide any other
information necessary to enable the Customs Service to properly assess duties, collect accurate
statistics, and determine whether all other applicable legal requirements are met. Classifying goods
is important not only for duty purposes, but also to determine whether the goods are subject to
guotas, restraints, embargoes or other restrictions. The act of classifying goods requires an importer
to be familiar with the Harmonized Tariff Schedule of the United States, and its international
counterpart, the Harmonized Commaodity Description and Coding System. To assist in meeting the
reasonabl e care requirement, importers may request binding rulingsfrom the Customs Service or may
use the services of an expert in Customs law and procedures to assist them. The Customs Service
is responsible for fixing the fina classification and vauation of the goods. The Customs Service
performs this in a process caled “liquidation of the entry.” This publication explains the
classification of goods under the Harmonized Tariff Schedule of the United States. Customs
valuation requirements are separately discussed in a companion publication entitled, What Every
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Member of the Trade Community Should Know about Customs Value which isavailable from the
Customs Electronic Bulletin Board and Customs World Wide Web pages on the Internet (see the
Appendix for information on accessing these sources and obtaining additional Customs Service
publications).

The classification and valuation of goods is important. At a minimum, incorrect classification or
valuation may lead to delays and increased duties plus interest. The failure to use reasonable carein
either situation may also lead to detention or seizure and theimposition of civil or criminal penalties.

HARMONIZED COMMODITY DESCRIPTION AND CODING SYSTEM

HISTORY AND DEVELOPMENT

Merchandise imported into acountry is classified under atariff system for such purposes astariff (or
duty) assessment and import restrictions. The movement of merchandise in international trade,
however, would be very dow and costly if the merchandise had to be classified under differing tariff
systems of various countries. Therefore, in the late 1960s, the major trading countries of the world
decided that a modern and internationally recognized product or tariff classification system was
needed in order to facilitate the international trade of merchandise. This new system was intended
to be asingle modern structure for product classification that would aso be used for customs tariff-
related statistical and transport-documentation purposes (i.e., to collect statistics on trade and for
exportation purposes). Work on this new system began in the early 1970s (with participation by the
United States) under the auspices of an international organization known as the “Customs
Cooperation Council” (now informally known as the “World Customs Organization” or simply the
“WCQO”) which is based in Brussals, Belgium.* Thiswork resulted in the “Harmonized Commodity
Description and Coding System” ("Harmonized System" or simply the “HS").? It went into effect
internationally on January 1, 1988, with the entry into force of the International Convention on the
Harmonized Commodity Description and Coding System (“Harmonized System Convention™) to
which the Harmonized System is appended as an annex.

1 In June 1994, the informa working name “World Customs Organization” was adopted for the
Customs Cooperation Council, in order to indicate more clearly its nature and world-wide status. The
convention establi shing the Customs Cooperation Council (signedin Brussals, Belgium on December 15, 1950)
has not been amended, and the “ Customs Cooperation Council” remains the official name.

2TheHarmonized Systemwasderived fromtheearlier “ Customs Cooperation Council Nomenclature,”
which in turn was a new version of the older “Brussels Tariff Nomenclature.”

-2
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HARMONIZED SYSTEM STRUCTURE

The Harmonized System is a complete product classification system (i.e., it covers al imported
merchandise). It was designed asa"core" system so that countries adopting it could make further
subdivisions according to their particular tariff and statistical needs.

Attheinternational level, the Harmonized System consistsof approximately 5,000 article descriptions
which appear asheadingsand subheadings. Thesedescriptionsarearranged into 97 chaptersgrouped
into 21 sections. Chapter 77 isreserved for future use. Two final chapters, 98 and 99, are reserved
for national use by individual countriesin the coding of provisions other than according to the terms
of the Harmonized System nomenclature (e.g., specia tariff programs and temporary duty
suspensionsor increases). |n addition, the Harmonized System also containsinterpretative rulesand
section, chapter and subheading notes for use in the classification of merchandise.

Goods in trade generally appear in the Harmonized System in categories or product headings
beginning with crude and natural products and continuing in further degrees of complexity through
advanced manufactured goods. This progression isfound within chapters and among chapters (e.g.,
liveanimals are classified in chapter 1, animals hides and skinsin chapter 41 and leather footwear in
chapter 64). These product headings are designed at the broadest coverage levels with 4-digit
numerical codes (or headings) and, where deemed appropriate, are further subdivided into narrower
categories assigned two additional digits (which comprise 6-digit numerical codes or subheadings).
The first two digits of a 4-digit heading indicate the chapter in which the heading is found (e.g.,
heading 2106 isin chapter 21).

HARMONIZED SYSTEM CONVENTION OBLIGATIONS

At the essence of the Harmonized System are the headings and subheadings and their related
numerical codes; the section, chapter and subheading notes; and the General Rules of Interpretation
(for use in the interpretation of the Harmonized System). The basic obligation undertaken by the
contracting parties to the Harmonized System Convention is that their customs tariff and foreign-
trade statistical nomenclatures be in conformity with the Harmonized System.> Moreover, the
contracting parties are obligated to use al the headings and subheadings without addition or
modification together with their related numerical codes. Further, the parties are required to apply
the General Rules of Interpretation and all section, chapter and subheading notes without

® Developing Country Exception: Article 4 of the Harmonized System Convention allows developing
country contracting parties to delay their application of some or al of the subheadings of the Harmonized
System for such a period as may be necessary with respect to their patterns of international trade or
administrative resources.
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modification to the scope of the sections, chapters, headings or subheadings of the Harmonized
System. Each contracting party, however, is permitted to adopt in its nationa tariff system further
detailed subdivisionsfor classifying goods (that is, for tariff, quota or statistical purposes) so long as
any such subdivision is added and coded at alevel beyond the 6-digit numerical code provided in the
Harmonized System. Coding beyond the 6-digit level isusually at the 8-digit level and is generally
referred to as the “national level.”

It should be noted that many countries use the Harmonized System as the basis of thelr tariff systems
who are not contracting parties to the Harmonized System Convention. The level of numerical
coding based on the Harmonized System found in the tariff systems of such countries may vary.
(Attached at the end of thisdocument isalist of countries, territories or customs or economic unions
using the Harmonized System (as of April 18, 1997)).

LEGAL TEXT OF THE HARMONIZED SYSTEM

When classifying merchandise under the Harmonized System, only the language of the General Rules
of Interpretation, section, chapter and subheading notes, and the terms of the headings and
subheadings are to be consulted and applied. They constitute the "legal text" (also known as the
“nomenclature”) of the Harmonized System.* The titles of sections, chapters and subchapters are
provided for ease of reference only and have no legal significance.

HEADING AND SUBHEADING PROVISIONS

Merchandise may be specifically provided for or identified by its common, commercia or technical
namein an article or product description (i.e., thetext to aheading or subheading) in the Harmonized
System. When merchandiseis not so specificaly provided for in the Harmonized System, the article
description covering such merchandiseisgenerally consideredtobea*“residua provision” (sometimes
also referred to as a “basket provision”) by use of the phrase * not elsewhere specified or included’
or by the use of the term "other."

EXAMPLE: “Residua” heading 2106 providesfor “food preparations not el sewhere
specified or included” in the Harmonized System. Within the subheading structure
of that heading, there are two subheadings. subheading 2106.10 which specifically
provides for “protein concentrates and textured protein substances’” and subheading
2106.90 which provides for “other.” Thus, all merchandise properly classified in
heading 2106 that does not satisfy the terms of subheading 2106.10 would be
classified in resdua subheading 2106.90.

“ See Article 1 (a) to the Harmonized System Convention.
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Asevident from the above discussion, the Harmonized System coversall imported merchandise. Or,
inother words, although not al goods are specifically provided for, all goodsare classifiable and have
aplace in the Harmonized System.

21.03 i
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Food preparations not elsewhere specified or included.

Prearain concentraios and texiurad nm.l Irl-\.ll|"n.|lll
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The Harmonized System

RATES OF DUTY

The Harmonized System Convention imposes no obligations on the contracting parties regarding
rates of duty.® Rates of duty areleft to each contracting party to apply based on national legislation.
The rates of duty for most countries today are generally the result of trade agreements (i.e., either
bilateral agreements or multilateral agreements such as World Trade Organization bound tariff-rate

agreements).

> See Article 9 to the Harmonized System Convention.
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INTERPRETATION OF THE HARMONIZED SYSTEM

GENERAL RULES OF INTERPRETATION

As indicated previoudly, the tariff classification of merchandise under the Harmonized System is
governed by the principles set forth in the General Rules of Interpretation ("GRIS'). The GRIsare
intended to be consulted and applied each time merchandise isto be classified under the Harmonized
System. Accordingly, it isthe GRIsthat are the single set of legal principles that aways govern the
classification of merchandise under the Harmonized System. There are six GRIsin all.

When classifying merchandise, one must be aware that due to the hierarchical structure of the
Harmonized System:

(1) merchandise must first be classified in the Harmonized System in the 4-digit
heading whose terms most specifically describe the merchandise (unless otherwise
required or directed by the GRIs); and

(2) only 4-digit headings are comparable (i.e., no consideration should be given to the
terms of any subheading within any 4-digit heading when considering the proper
classification of merchandise at the 4-digit heading level).

EXAMPLE: An electric toothbrush could potentially be classified in heading 8509 as an
electromechanical domestic appliance with self-contained motor and in heading 9603 as a
brush. Within heading 9603, subheading 9603.21 provides for “toothbrushes.” No
consideration should be given to this subheading when comparing the terms of the headings
to determine the appropriate heading for classification of the electric toothbrush (as
merchandise must first be classified in the Harmonized System at the heading level by the
terms of the headings).

General Rule of Interpretation No. 1

RULE 1. THE TABLE OF CONTENTS, ALPHABETICAL INDEX, AND
TITLES OF SECTIONS, CHAPTERS AND SUB-CHAPTERS ARE
PROVIDED FOR EASE OF REFERENCE ONLY; FOR LEGAL PURPOSES,
CLASSIFICATION SHALL BE DETERMINED ACCORDING TO THE
TERMS OF THE HEADINGS AND ANY RELATIVE SECTION OR
CHAPTER NOTES AND, PROVIDED SUCH HEADINGS OR NOTES DO
NOT OTHERWISE REQUIRE, ACCORDING TO THE FOLLOWING
PROVISIONS: [that is, GRIs 2 to 6].
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GRI 1 takes precedence over the remaining rules. It requires that classification be determined first
according to the terms of the headings of the Harmonized System and any relative section or chapter
notes.

GRI 1 EXAMPLES:

EXAMPLE 1: Under GRI 1, if a provison specifically and completely describes a
product, then the product would be classified in that provision (e.g., fresh grapes are
classified under heading 0806 which provides for “grapes, fresh or dried”). Inthis
situation, the product is classified by the terms of a heading.

EXAMPLE 2: Note 3to Section XV to the Harmonized System directs classification
of composite machines described therein onthe basisof the* principal function” of the
machines. Under GRI 1, such machinesareto be classified as so directed in that note.
In this situation, the products are classified by the terms of a section note.

GRI 1further statesthat if thetextsof the headings and of the notes cannot, by themselves, determine
the appropriate heading for classification of merchandise, then classification is to be determined by
the appropriate GRIs that follow GRI 1 (i.e., GRIs 2 to 6).

General Rule of Interpretation No. 2

RULE 2. (a) ANY REFERENCE IN A HEADING TO AN ARTICLE
SHALL BE TAKEN TO INCLUDE A REFERENCE TO THAT ARTICLE
INCOMPLETE OR UNFINISHED, PROVIDED THAT, ASENTERED, THE
INCOMPLETE OR UNFINISHED ARTICLE HAS THE ESSENTIAL
CHARACTER OF THE COMPLETE OR FINISHED ARTICLE. IT SHALL
ALSO INCLUDE A REFERENCE TO THAT ARTICLE COMPLETE OR
FINISHED (OR FALLING TO BE CLASSIFIED AS COMPLETE OR
FINISHED BY VIRTUE OF THIS RULE), ENTERED UNASSEMBLED OR
DISASSEMBLED.

(b) ANY REFERENCE INAHEADING TO AMATERIAL OR
SUBSTANCE SHALL BE TAKEN TO INCLUDE A REFERENCE TO
MIXTURES OR COMBINATIONS OF THAT MATERIAL OR SUBSTANCE
WITH OTHER MATERIALS OR SUBSTANCES. ANY REFERENCE TO
GOODSOFAGIVENMATERIALORSUBSTANCESHALLBETAKENTO
INCLUDE A REFERENCE TO GOODS CONSISTING WHOLLY OR
PARTLY OF SUCH MATERIAL ORSUBSTANCE. THE CLASSIFICATION
OF GOODS CONSISTING OF MORE THAN ONE MATERIAL OR
SUBSTANCE SHALL BE ACCORDING TO THE PRINCIPLES OF RULE 3.
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GRI 2 containstwo sections: 2 (a) and 2 (b). Thesetwo sectionsdea with the classification of goods
that asimported are (1) incompl ete or unfinished, (2) unassembled or disassembled, or (3) composed
of mixtures or combinations of materials or substances.

GRI12(a)

GRI 2 (a) hastwo parts. Part one deals with incomplete or unfinished goods and part two dealswith
unassembled or disassembled goods.

Part One

Thefirst part of GRI 2 (@) extends the scope of any heading that refersto a particular article to cover
not only the complete article but also that article incomplete or unfinished, provided that, as
presented, it has the “essentia character” (which is discussed below) of the complete or finished
article.

EXAMPLE: A ceramic statuette of the Hokie Bird that will be painted after
importation would still generally have the essential character of a ceramic statuette of
heading 6913 (i.e., one would still recognize and identify the product as a ceramic
statuette) and would therefore be classified pursuant to GRI 2 (a) as the finished
product in heading 6913.

Part Two

The second part of GRI 2 (a) provides that complete or finished articles presented unassembled or
disassembled (which may occur for reasons related to the packing, handling or transportation of the
articles) are to be classified in the same heading as the assembled article. It also provides that
incomplete or unfinished articles presented unassembled or disassembled are to be classified in the
same heading as the complete or finished article provided that as presented they have the essentia
character of the complete or finished article (as provided for in thefirst part of GRI 2 (a)). (It should
be noted, however, that under U.S. law this second part of GRI 2 (a) would only apply if al
unassembled or disassembled parts or components are presented for entry at the same time, i.e.,
goods destined for use in combination that are not imported together cannot be consolidated or
grouped together for classification or tariff purposes.)

EXAMPLE: A shipment of an unassembled bicycle (containing al parts and
components necessary to build a bicycle) would be classified in heading 8712 as an
assembled, finished bicycle as if it were entered (or imported) as the assembled,
finished bicycle.
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GRI 2 (b)

GRI 2 (b) governsthe classification (1) of mixtures and combinations of materials or substances and
(2) of goods consisting of two or more materials or substances. The rule extends headings referring
(1) to amaterial or substance to include mixtures or combinations of that material or substance with
other materials or substances and (2) to goods of a given materia or substance to include goods
consisting wholly or partly of that material or substance (but only as long as another heading does
not refer to the goods in their mixed or composite state). |If the addition of another material or
substance deprives the imported good of the character of the kind mentioned in the heading under
consideration, however, then one must resort to GRI 3 for classification of the merchandise. Or, in
other words, mixtures and combinations of materials or substances, and goods consisting of more
than one material or substance, if upon initial consideration are potentially classifiable under two or
more headings, they must be classified according to the principles of GRI 3.

EXAMPLE: Under GRI 2 (b), astainless steel table fork with ahandle that is coated
with plastic would be classified in heading 7323 as a table or kitchen article of steel
despite the plastic-coated handle (as it retains the character of a table or kitchen
article of steel as mentioned in heading 7323). If atable fork, however, contained
relatively equal amounts of stainlesssteel and plastic (e.g., thefork-tipped endismade
entirely of plastic and the handleis made entirely of stainless stedl), then the table fork
would be potentially classifiable under two headings (i.e., heading 3924 astableware
or kitchenware of plastic and heading 7323 as atable or kitchen article of steel). (Or,
contrasting this product with the initial one considered in this example, a fork
consisting of relatively equal amounts of stainless steel and plastic does not have the
character of atable or kitchen article of steel as mentioned in heading 7323.) Inthis
situation, pursuant to GRI 2 (b), resort would need to be made to GRI 3 for
classification of the product.

General Rule of Interpretation No. 3

RULE 3. WHEN, BY APPLICATION OF RULE 2(b) OR FOR ANY OTHER
REASON, GOODS ARE,PRIMAFACIE, CLASSIFIABLE UNDER TWO OR
MORE HEADINGS, CLASSIFICATION SHALL BE EFFECTED AS
FOLLOWS:

(@) THE HEADING WHICH PROVIDES THE MOST SPECIFIC
DESCRIPTION SHALL BE PREFERRED TO HEADINGS PROVIDING A
MORE GENERAL DESCRIPTION. HOWEVER, WHEN TWO OR MORE
HEADINGS EACH REFER TO PART ONLY OF THE MATERIALS OR
SUBSTANCES CONTAINED IN MIXED OR COMPOSITE GOODSOR TO
PART ONLY OF THE ITEMS IN A SET PUT UP FOR RETAIL SALE,
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THOSE HEADINGS ARE TO BE REGARDED AS EQUALLY SPECIFICIN
RELATIONTO THOSE GOODS, EVEN IF ONE OF THEM GIVES A MORE
COMPLETE OR PRECISE DESCRIPTION OF THE GOODS.

(b) MIXTURES, COMPOSITE GOODS CONSISTING OF DIFFERENT
MATERIALS OR MADE UP OF DIFFERENT COMPONENTS, AND
GOODS PUT UP IN SETS FOR RETAIL SALE, WHICH CANNOT BE
CLASSIFIED BY REFERENCE TO 3(a), SHALL BE CLASSIFIED AS IF
THEY CONSISTED OF THE MATERIAL OR COMPONENT WHICH
GIVES THEM THEIR ESSENTIAL CHARACTER, INSOFAR AS THIS
CRITERION IS APPLICABLE.

(c) WHEN GOODS CANNOT BE CLASSIFIED BY REFERENCE TO 3(a)
OR 3(b), THEY SHALL BE CLASSIFIED UNDER THE HEADING WHICH
OCCURS LAST IN NUMERICAL ORDER AMONG THOSE WHICH
EQUALLY MERIT CONSIDERATION.

GRI 3 provides for the classification of goods that are prima facie (or when initially considered)
classifiable under two or more headings. In such instances, the goods are classified pursuant to this
rule based on three criteria, taken in order:

GRI 3 (a)

Thefirst sentenceto GRI 3 (a) providesthat goods should be classified in the heading
that provides the most specific description. In general, under this criterion, (1) a
description by name is more specific than a description by class and (2) adescription
that more clearly identifies aproduct is more specific than onewhichisless complete.

GRI 3 (a) EXAMPLES:

EXAMPLE 1: An example of a description by name in one heading that is more
specific than a description by class in another heading is as follow: “shavers and hair
clippers with self-contained electric motor” of heading 8510 is more specific than
“electro-mechanical toolsfor working in the hand with self-contained el ectric motor”
of heading 8508 or “electro-mechanical domestic appliances with self-contained
electric motor” of heading 8509.

EXAMPLE 2: An example of adescription in one heading that more clearly identifies
aproduct than a description in another heading (and thus the first descriptionis more
specific than the second description) isasfollows: A product identified as*“unframed
safety glass made of toughened or laminated glass that is shaped and identifiable for

-10-
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useinarplanes’ ismore clearly described by the article description “ safety glass’ of
heading 7007 than by the article description “ parts of goods of heading 8801 or 8802"
(parts of aircraft and spacecraft) of heading 8303.

The second sentence to GRI 3 (a) further provides that when two or more headings
each refer to only one of the materials or substancesin mixed or composite goods, or
to only some of the articlesincluded in aset put up for retail sale, those headings are
to beregarded as equally specific in relation to those goods, even if one of them gives
a more complete or precise description of the goods. If this situation exists, then
resort must be made to GRI 3 (b). (See examples discussed below for GRI 3 (b).)

GRI 3 (b)

GRI 3 (b) deals with mixed goods, composite goods, and goods put up in sets for
retail sale as described above in the second sentence to GRI 3 (a) (i.e., each of the
goodsispotentially classifiable in more than one heading because each good consists
of two or moredifferent ingredients, materials, components or articlesand no heading
provides for the goods as awhole). By application of this criterion, such goods are
classified according to the ingredient, material, component or article that gives the
mixtures, composite goods, or setstheir "essential character.”

Goods Put up in Sets for Retail Sale. For the purposes of GRI 3 (b), the term “goods
put up in sets for retail sale” means that the goods under consideration must (a)
consist of at least two different articles(i.e., the articles must be of adifferent type or
nature, e.g., two table spoons are not such a“ set”) which are, primafacie, classifiable
in different headings; (b) consist of products or articles put up together to meet a
particular need or carry out a specific activity; and (c) are put up in amanner suitable
for sale directly to users without repacking.

GRI 3 (b) EXAMPLES:

MIXTURE EXAMPLE: Anexampleof a“mixture’” coming withinthe purview of GRI
3 (b) would be amixture of barley of heading 1003 and oats of heading 1004 in equal
amounts. Insuch aninstance, thereisaproduct consisting of two or moreingredients
with each ingredient having a provision in which it could potentially be classified and
no provision exists in the Harmonized System that provides for the mixture as a
whole.

COMPOSITE GOOD EXAMPLE: Anexampleof a“compositegood” comingwithin

the purview of GRI 3 (b) would be a combined flashlight of heading 8513 and radio
of heading 8527 (i.e., both are contained in the same housing). In such an instance,

-11-
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there is a product consisting of two or more different units or components that are
located in the same housing with each component having aprovisioninwhichit could
potentially be classified and no provison exists in the Harmonized System that
provides for the composite good as a whole.

SET EXAMPLE: An example of a “set” coming within the purview of GRI 3 (b)
would be a hairdressing kit consisting of a pair of electric hair clippers of heading
8510, a comb of heading 9615, a pair of scissors of heading 8213, and a brush of
heading 9603. In such an instance, there is a product that consists of more than one
item or article with each article having a provision in which it could potentially be
classified and no provision exists in the Harmonized System that provides for the set
asawhole. In the above-mentioned hairdressing kit, the articles are put up together
to meet the particular need or carry out the specific activity of grooming hair.

In each of the above-mentioned three examples, one would need to make a
determination as to the ingredient, material, component or article that imparts the
essential character to the particular good. The good would then be classified as if
made or consisting entirely of that ingredient, material, component or article. Insome
situations, however, no ingredient, material, component or article will be found to
impart the essential character to a particular good. In such instances, resort would
need to be made to GRI 3 (c) in order to classify the good.

GRI 3 (c)

GRI 3 (c) states that goods should be classified under the heading that occurslast in
numerical order from among those that equally merit consideration if the goods
cannot be classified by reference to GRIs 3 (a) or 3 (b).

GRI 3 (c) EXAMPLE:

In the above-mentioned example of the mixed good consisting of barley and oatsin
equal amounts, if neither the barley nor the oats is found to impart the essential
character to the product, then by application of GRI 3 (c) the product would be
classified in heading 1004 as if consisting solely of the oats. This is because the
heading number for the oats found in the mixture occurs last in numerical order as
between it and the barley (i.e., 1003 for the barley and 1004 for the oats).

WHAT IS THE ESSENTIAL CHARACTER OF A PRODUCT?

The term "essential character,” as used in the GRIs, is not defined in the Harmonized System. As
concernsthat term, however, it is stated in the Explanatory Notesto the Harmonized System (which
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isanextringcinterpretative aid to the Harmonized System that is discussed bel ow) that the factor that
determines the essential character of a good will vary as between different kinds of goods (i.e.,
essential character must be determined on a case-by-case basis). The essentia character of a good,
may, for example, be determined by the nature of the material or component, its bulk, quality, weight
or value, or by therole of aconstituent material in relation to the use of the goods. Other factors may
be considered in determining the essential character of a product.

General Rule of Interpretation No. 4

RULE 4. GOODS WHICH CANNOT BE CLASSIFIED IN
ACCORDANCE WITH THE ABOVE RULES SHALL BE CLASSIFIED
UNDER THE HEADING APPROPRIATE TO THE GOODS TO WHICH
THEY ARE MOST AKIN.

If goods cannot be classified according to GRIs 1 to 3, then resort must be made to GRI 4. GRI 4
requiresthat goods areto "be classified under the heading appropriate to the goodsto which they are
most akin." Thisrule should be applied very infrequently as GRIs 1 to 3 will cover the classification
of aimost all goods. When attempting to apply this rule, however, any determination regarding
“kinship” should depend on such factors as description, character, purpose or intended use,
designation, production process and the nature of the goods.

General Rule of Interpretation No. 5

RULE 5. IN ADDITION TO THE FOREGOING PROVISIONS, THE
FOLLOWING RULES SHALL APPLY IN RESPECT OF THE GOODS
REFERRED TO THEREIN:

(a) CAMERA CASES, MUSICAL INSTRUMENT CASES, GUN CASES,
DRAWING INSTRUMENT CASES, NECKLACE CASES AND SIMILAR
CONTAINERS, SPECIALLY SHAPED OR FITTED TO CONTAIN A
SPECIFIC ARTICLE OR SET OF ARTICLES, SUITABLE FOR
LONG-TERM USE AND ENTERED WITH THE ARTICLES FOR WHICH
THEY ARE INTENDED, SHALL BE CLASSIFIED WITH SUCH ARTICLES
WHEN OF A KIND NORMALLY SOLD THEREWITH. THIS RULE DOES
NOT, HOWEVER, APPLY TO CONTAINERS WHICH GIVE THE WHOLE
ITS ESSENTIAL CHARACTER;

(b) SUBJECT TO THE PROVISIONS OF RULE 5(a) ABOVE, PACKING
MATERIALS AND PACKING CONTAINERS ENTERED WITH THE
GOODS THEREIN SHALL BE CLASSIFIED WITH THE GOODS IF THEY
ARE OF A KIND NORMALLY USED FOR PACKING SUCH GOODS.
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HOWEVER, THISPROVISION ISNOT BINDING WHEN SUCH PACKING
MATERIALS OR PACKING CONTAINERS ARE CLEARLY SUITABLE
FOR REPETITIVE USE.

GRI 5 has two sections: GRI 5 (@) and GRI 5 (b). These two sections deal with various types of
containers presented with the articles for which they are intended.

GRI 5 (a)

GRI 5 (@) deals with the treatment of long-term use cases, boxes, and similar containers presented
with the articlesfor which they areintended. Under thisrule, long-term use containersimported with
articlesfor which they areintended to be used areto be classified with the articlesif they are of akind
of container normally sold with such articles(e.g., cameracaseswith cameras and musical instrument
cases with musical instruments). This rule, however, does not apply to containers that give the
imported article its essential character (e.g., a silver tray or dish containing tea or a high-quality
ornamental ceramic bowl containing candies or sweets). Such merchandise is to be classified under
the heading for the container.

GRI 5 (b)

GRI 5 (b) states that packaging containers and materials not normally intended to be reused are
classfied with the articles in which they are presented or imported (e.g., cardboard boxes or
containers containing food products). Thisrule, however, does not apply to packaging materials or
packing containers clearly suitable for repetitive use (e.g., certain metal drums or containers of iron
or steel for compressed or liquefied gas). Such containers are to be classified separately from the
materials that they hold.

General Rule of Interpretation No. 6

RULEG®6. FOR LEGAL PURPOSES, THE CLASSIFICATION OF GOODS
IN THE SUBHEADINGS OF A HEADING SHALL BE DETERMINED
ACCORDING TO THE TERMS OF THOSE SUBHEADINGS AND ANY
RELATED SUBHEADING NOTES AND, MUTATIS MUTANDIS, TO THE
ABOVE RULES, ON THE UNDERSTANDING THAT ONLY
SUBHEADINGS AT THE SAME LEVEL ARE COMPARABLE. FOR THE
PURPOSES OF THIS RULE, THE RELATIVE SECTION, CHAPTER AND
SUBCHAPTER NOTES ALSO APPLY, UNLESS THE CONTEXT
OTHERWISE REQUIRES.

GRI 6 isthe last of the GRIs. It prescribes that, for legal purposes, GRIs 1 to 5 govern, mutatis
mutandis (or with the necessary changes), classification at subheading levelswithin the same heading.
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Or, in other words, GRIs 1 to 5 are to be reapplied to determine the classification of goods at the
subheading level. Goods are to be classified at equal subheading levels(that is, at the samedigit level)
within the same heading under the subheading that most specifically describes or identifies them (or
as otherwise required or directed under GRIs 1to 5). Only subheadings at the same level within the
same heading are comparable (i.e., no consideration should be given to the terms of any subheading
within another subheading when considering the proper classification of merchandise at the higher
level subheading).

GRI 6 EXAMPLES:

EXAMPLE 1: A framed glass mirror is found to be classified in heading 7009.
Thereafter, it would have to be classified within the subheading structure of that
heading by application of GRIs 1 to 5 pursuant to GRI 6:

70.09 - GLASS MIRRORS, WHETHER OR NOT FRAMED,
INCLUDING REAR-VIEW MIRRORS.
7009.10 - Rear-view mirrors for vehicles
- Other:
7009.91 - - Unframed
7009.92 - - Framed

Initially, adetermination would need to be made asto whether the framed glassmirror
is classified at the 5-digit (or “one-dash”) subheading level in 5-digit subheading
7009.1 (“rear-view mirrorsfor vehicles’) or in 5-digit subheading 7009.9 (“other”).
If the product is found to be classified in 5-digit subheading 7009.1 (as a rear-view
mirror for avehicle), then the classification analysis would end there and the product
would be classified in subheading 7009.10 (as 5-digit subheading 7009.1 isnot further
subdivided). In the instant case, the framed glass mirror does not satisfy the article
description for 5-digit subheading 7009.1. Therefore, the product would beclassified
at the 5-digit subheading level in 5-digit subheading 7009.9 (as a glass mirror other
than arear-view mirror for avehicle). Next, a determination would have to be made
asto whether the product is classified at the 6-digit (or “two-dash”) subheading level
within 5-digit subheading 7009.9 in 6-digit subheading 7009.91 (asan unframed glass
mirror other than arear-view mirror for avehicle) or in 6-digit subheading 7009.92
(as aframed glass mirror other than a rear-view mirror for avehicle). The framed
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glass mirror would be classified in subheading 7009.92 by application of GRI 1
pursuant to GRI 6.

EXAMPLE 2: A set consisting of a shovel, fork, and pick for use in gardening would be
classified in heading 8201 as each article is specifically provided for in the terms to that
heading. Within heading 8201, shovels are provided for in subheading 8201.10, forks in
subheading 8201.20, and picks in subheading 8201.30. Consequently, one would need to
resort to GRI 3 pursuant to GRI 6 in order to classify the set at the subheading level within
heading 8201. That is, one would need to determine which of the three articles imparts the
essential character to the set pursuant to GRI 3 (b). If no one article is found to impart the
essential character to the set, then one would classify the set under subheading 8201.30
because the subheading number for that article occurslast in numerical order as provided for
in GRI 3 (c).

Asevident from the above discussion, the GRI s provide that goods must first be classified by heading
level, and only after the appropriate heading has been determined, then by equal subheading levels
(first by five-digit and then by six-digit international levels) within that heading. When considering
the appropriate classification at aparticular subheading level, no consideration should be givento any
of the terms of any lower-level subheading (as the analysis at each subheading level should be
conducted without consideration of thetermsof any lower-level subheading provision). Thisstep-by-
step analysis applies without exception throughout the Harmonized System (and throughout any
national subheadinglevelsasfoundinaparticular country’ sHarmonized System-based tariff system).

EXTRINSIC INTERPRETATIVE AIDS

In interpreting the Harmonized System, one may at times need to resort to extrinsic interpretative
aids. Chief among them are (1) the Explanatory Notes to the Harmonized System and (2) the
Harmonized System Compendium of Classification Opinions.

(1) Explanatory Notes

The Explanatory Notes represent the official interpretation of the Customs Cooperation Council
(hereafter referred to as the “World Customs Organization”) on the scope of each heading of the
Harmonized System. As such, they are intended to be applicable at the 4-digit (heading) numerical
code level, and sometimes at the 6-digit (subheading) numerical code level. At times, however, the
Explanatory Notes may provide guidance at the national numerical codelevel (i.e., beyond the 6-digit
numerical code level) in acontracting party's tariff system.

Although they are neither legally binding on the contracting parties to the Harmonized System
Convention nor considered to be dispositive in the interpretation of the Harmonized System, the

-16-



Tariff Classification
November, 1997

generaly accepted view is that the Explanatory Notes should be consulted for guidance and
considered as persuasive authority in interpreting the Harmonized System (although some countries
may treat the Explanatory Notes as having the same legal authority as the legal text of the
Harmonized System). The Explanatory Notes are periodically amended by the Harmonized System
Committee (which is a committee of the World Customs Organization that is charged with
interpreting and maintaining the Harmonized System--see discussion below). All such amendments
to the Explanatory Notesare periodically published by the World Customs Organi zation asamending
supplements to that document.

The Explanatory Notes are published both in English and in French (which are the two official
languages of the World Customs Organization). The most recent edition of the Explanatory Notes
is the second edition. It was published in 1996.

(2) Compendium of Classification Opinions

The Harmonized System Compendium of Classification Opinionsis a collection of decisions issued
by the Harmonized System Committee. The decisions usually result from classification problems
raised by or disputes between customs administrations.

All classification decisionsissued asclassification opinionsby the Harmonized System Committeeare
periodicaly published by the World Customs Organization as amending supplements to the
Compendium of Classification Opinions. The Compendium of Classification Opinionsis published
both in English and in French.

Availability of the Explanatory Notes & the Compendium

The Explanatory Notes and the Compendium of Classification Opinions are available for sale by the
World Customs Organization, Rue de 1'Industrie, 26-38, B 1040, Brussels, Belgium. WCO
Telephone number: 322-508-4211. WCO Facsimile number: 322-508-4240. WCO world wide web
site: URL (Internet) address: http://www.wcoomd.org.

AMENDMENT AND MAINTENANCE PROCEDURES AND DISPUTE
SETTLEMENT

For an international tariff system to remain viable and current, mechanisms must exist for amending
and maintaining it and for settling disputes arising fromitsuse. The Harmonized System Convention
provides for the amendment and maintenance of the Harmonized System and for the settlement of
classification disputes between contracting parties to that convention.
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AMENDMENT AND MAINTENANCE PROCEDURES
Harmonized System Committee

As noted above, there exists a committee of the World Customs Organization that is known as the
Harmonized System Committee ("HSC"). Article 6 of the Harmonized System Convention
establishes the HSC. The HSC is composed of representatives of the contracting parties to the
Harmonized System Convention and members of the World Customs Organization who are not
contracting parties to the Harmonized System Convention. It may also be composed of
representatives of stateswhich are not members of the World Customs Organi zation, representatives
of any relevant intergovernmental or other international organizations, and any experts whose
participation is considered desirable. The HSC meets twice a year at the World Customs
Organization’ sheadquartersin Brussels, Belgium. Questionssubmitted for consideration by theHSC
are decided by vote after discussion and debate. Only contracting parties to the Harmonized System
Convention have the right to vote.

The HSC's responsibilities include issuing classification decisions under the Harmonized System.
Classification questions presented for consideration by the HSC are usually the result of classification
problems raised by or disputes between customs administrations. Classification decisions require a
smplemajority vote. They may take one or more of the following forms: (1) mention of the decision
inthereport of the session of the HSC (which occurswith every classification decision); (2) issuance
of a classification opinion for inclusion in the Compendium of Classification Opinions; or (3) an
amendment to the Explanatory Notes.

The HSC also considers amendmentsto the legal text of the Harmonized System. Such amendments
require atwo-thirds majority vote. All proposed amendments to the Harmonized System, however,
must first be adopted and recommended to the contracting parties to the Harmonized System
Convention by the Council (which is the executive or governing body of the World Customs
Organization andiscomposed of representatives of the membersof the World Customs Organi zation)
before the amendments can go into effect. 1t should be noted, however, that a contracting party may
stop the entering into force of an amendment recommended by the Council. This is done by the
contracting party entering a reservation against the amendment with the Secretary General of the
World Customs Organization within six months of the date on which the Secretary General has
notified the contracting parties of the amendment.

Each session of the HSC is preceded by a meeting of a"working party.” That party examines the
language of proposed amendments and classification opinions that were approved in principle by the
previous session of the HSC. The language of all amendments and opinions examined by aworking
party are sent to the HSC for review and final approval.
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The United States actively participatesin the sessions of the HSC. In accordance with section 1210
of the Omnibus Trade and Competitiveness Act of 1988 (Public Law 100-418) (19 U.S.C. § 3010),
the Department of the Treasury, represented by the U.S. Customs Service, the Department of
Commerce, represented by the Census Bureau, and the U.S. Internationa Trade Commission, jointly
represent the U.S. government at the sessions of the HSC. See also 53 Fed. Reg. 45646 (November
10, 1988). The U.S. Customs Service representative serves as the head of the U.S. delegation to the
HSC.

Harmonized System Review Subcommittee

In order to ensure that the Harmonized System continues to remain current, the Harmonized System
Review Subcommittee ("RSC") was created as a subcommittee of the HSC. The RSC isresponsible
for periodically reviewing the Harmonized System and proposing amendments to the legal text that
reflect changes in technology and in patterns of international trade. The RSC is composed of the
same representatives as the HSC (see above discussion). Aswith the HSC, the RSC meetstwice a
year at the World Customs Organization’'s headquartersin Brussels, Belgium.

The RSC works by consensus. If no consensus can be reached on a particular matter, then the
differing views with their supporting rationales are reported to the HSC. All amendments proposed
by the RSC must be referred to the HSC for approval. Those amendments approved by the HSC,
as indicated above, must still be adopted and recommended to the contracting parties to the
Harmonized System Convention by the Council before they can go into effect.

The RSC completed its first general, sector-by-sector review of the Harmonized System in 1993.
That review resulted in approximately 700 legal amendments to the text of the Harmonized System.
After being approved by the HSC, the amendments were adopted by the Council in July 1993
(“Article 16 Recommendation of 6 July 1993"). Under article 16 to the Harmonized System
Convention, the amendments became effective on January 1, 1996, with the exception of those
amendments against which atimely reservation was entered by a contracting party.

The United States actively participates in the sessions of the RSC. In accordance with section 1210
of the Omnibus Trade and Competitiveness Act of 1988 (Public Law 100-418)(19 U.S.C. § 3010),
the Department of the Treasury, represented by the U.S. Customs Service, the Department of
Commerce, represented by the Census Bureau, and the U.S. International Trade Commission, jointly
represent the U.S. government at the sessions of the RSC. See also 53 Fed. Reg. 45646 (November
10, 1988). The U.S. International Trade Commission representative serves as the head of the U.S.
delegation to the RSC.
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Scientific Subcommittee

The HSC is often assisted in its technical work by the Scientific Subcommittee ("SSC"). The SSC
isan advisory body of the World Customs Organization for questions involving chemical or other
technical or scientific matters. It is principally composed of laboratory personnel from member
administrations. The SSC assists the HSC by providing technical advice on questions the HSC has
referredtoit. The SSC usually meetsonceayear at the World Customs Organization’ s headquarters
in Brussels, Belgium. The United States actively participates in the sessions of the SSC. The U.S.
Department of the Treasury, represented by the U.S. Customs Service, represents the U.S.
government at the sessions of the SSC.

Secretariat and Nomenclature & Classification Directorate

The World Customs Organization has a staff known as the “ Secretariat.” 1t consists of permanent
personnel and experts recruited from member administrations (who are appointed for set terms).
Nomenclature and classification matters are handled within the Secretariat by the* Nomenclatureand
Classification Directorate.” Its duties include organizing the meetings of the HSC, RSC and SSC
(which includes preparing the working documents and reports for the meetings) and providing
informal adviceto customs administrations on the Harmonized System classification of merchandise.

DISPUTE SETTLEMENT

Article 10 of the Harmonized System Convention sets forth the procedures for the settlement of
classification disputes between contracting parties. Under article 10, parties are initially required to
attempt to settle the matter between themselves. When attempting to so settle such a dispute, the
parties may seek the informal views of the World Customs Organization's Secretariat.

If the parties cannot resolve the dispute through bilateral discussions, then the matter may be
submitted for a decision by the HSC. Unless the parties involved agree otherwise, a classification
decision by the HSC is not legally binding on the parties.

Disputes may aso be referred by the HSC to the Council which will make recommendations in

conformity with item (e) to article Il to the Convention establishing the Customs Cooperation
Council.
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HARMONIZED TARIFF SCHEDULE OF THE UNITED STATES

The United States, in implementing its obligations under the Harmonized System Convention,
adopted and incorporated into its national customs tariff system the “core’” Harmonized System. As
indicated above, the U.S. customs tariff system is known as the Harmonized Tariff Schedule of the
United States ("HTSUS"). The HTSUS went into effect on January 1, 1989, pursuant to section
1204 of the Omnibus Trade and Competitiveness Act of 1988 (Public Law 100-418, August 23,
1988) (19 U.S.C.8 3004) and Presidential Proclamation 5911 (November 19, 1988) (53 Fed. Reg.
47413, November 22, 1988). It replaced the Tariff Schedules of the United States (which had been
ineffect since August 31, 1963). Merchandiseimported into the United Statesis classified under the
HTSUS.

HTSUS STRUCTURE

In adopting and incorporating the Harmonized System, the legal text of the HTSUS consists of (1)
the General Notes (which contain information relating to matters such astheterritory covered by the
schedule, terminology used in the schedule, special tariff programs, and the like); (2) the Genera
Rules of Interpretation; (3) the Additional U.S. Rules of Interpretation (see discussion below); (4)
all product categories set forth in 22 sections and 99 chapters that are designated by 4-digit, 6-digit,
and 8-digit code numbers together with tariff rates and other treatment and Harmonized System
section and chapter notes and Additional U.S. Notes (which are legal notes that provide definitions
or information on the scope of the pertinent provisionsor set additional requirementsfor classification
purposes); and (5) appendixesfor certain chemicals, pharmaceuticals, and intermediate chemicalsfor
dyes. The above-mentioned items are considered to be statutory provisions of law for all purposes.
See Sections1204(a) and 1204(c) of the Omnibus Tradeand CompetitivenessAct of 1988 (19U.S.C.
§ 3004).

In addition to the above-mentioned items, also included in the HTSUS, but not part of the legal text
(and thushaving nolegal force or effect), arethe statistical annotations, notes, annexes, suffixes, units
of quantity, and other material formulated under section 484(f) of the Tariff Act of 1930 (19 U.S.C.
§ 1484 (f)) as well as the table of contents, footnotes, index, and other matters inserted for ease of
reference.

Asdiscussed above, chapters 98 and 99 werereserved in the Harmonized System, at the international
level, for nationa use by individua countriesin the coding of provisions other than according to the
terms of the Harmonized System legal text (or nomenclature). Section X X1 of the HTSUS consists
of those two chapters. Chapter 98 contains special classification provisions permitting, in specia
circumstances, the duty free entry or partial duty free entry of goods that would otherwise be subject
to duty. On the other hand, chapter 99 contains provisionsthat reflect legidation and executive and
administrative actions pursuant to duly constituted authority under which (1) one or more of the
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provisions of chapters 1 through 98 are temporarily amended or modified or (2) additional duties or
other import restrictions as imposed by, or pursuant to, collateral legidation.

HARMOMIZED TARIFF SCHEDULE of the United States (1997)

Annolated lor Statistical Reporling Purposss qs--‘}
Heading/ |Stat = Lmits Fates of Duly
Subheadin uf= Mrticle Description = e ; 2
eaing| flx Quantity Ganaral Spacial
Q03 .00, 00 (1] Children’s picturs, deswing or coloring bools, . ... (1 - TP P Feas Fram
4904 00,00 Fhesic, prinbed or in macscrlph, whathar or net
o b e e T e RPN ) | ] Fras
20 Sheet mo=ic, whebher or oot stapled or
folded, but not obthexwies bennd, ... oiaus kg
40 L4 e R L R Ry Ha.
L8045 Maps and hydoographic or similar charts of all

kinds, including atlases, wall maps, topographical
plans and globes, prinbed:

£205.10.00) o0 L B L B o e [ o e L [F s Free (&,CAE,IL,J,|333
B
Other;
§205.81.00) oOn Wba i o[]S o - PR SR e e & B SO e [ - Frea ¥Frea
&A05_BE.00) On {f duf 1hi Rt e i el b DR pR il [ ol Frea Froa
L300, 00| o0 Flane and drawings for archibectural, engineescing,

industrial, commercial, topographical or simdlar
purposes, being criginals drawn by hand; hand-
writtean texts; photographic reproductiems on
sensitlized paper and cagbon copies of the fores-
e e R e e B T i 7 Free 297

GAGT . 0000 a0 Tnueed postage, revenas orf similsar steamps of
current or new iz=us in the country bto which they
acw deabined: sbamp-imprezsed paper; banknobes;
chack forms: stock, share or bond cartlificetas and
sledlar doomments of tAEle. ... vcvaraneranenrianers ]l EBiscers |Ezaa |EE¢.-".¢5

Harmonized Tariff Schedule

As shown above, the tariff and tariff-related provisions (e.g., numerical codes and articles
descriptions) of the HTSUS are presented in the body of the schedule in atabular format containing
severa columns. Inthose columns are contained the headings, subheadings, statistical annotations,
article descriptions, units of quantity and rates of duty. The first column is entitled
“Headings/Subheadings.” This column contains the 4-digit, 6-digit and 8-digit numbers assigned to
the class of goods described in the third column (i.e., article descriptions). The 4-digit number is
defined as a “heading,” and the 6-digit and 8-digit numbers are defined as “subheadings.” As
indicated above, the4-digit and 6-digit numbersarepart of international Harmonized System whereas
the 8-digit number is part of the national HTSUS. The legal text of the HTSUS extends only up to
the 8-digit level. Tariff-rate lines are found only at the 8-digit level or line.

The second column is entitled “ Stat. Suffix” for “Statistical Suffix.” Some tariff-rate lines are
annotated to permit the collection of trade data on narrower classes of merchandise. Thisisdone by
the addition of two or more digits to the 8-digit legal numerical code. The result is a 10-digit
“statistical-reporting number.” If no two-digit annotations exist for a tariff-rate line, then two
additional zeroes are added onto the 8-digit legal numerical code. All merchandisefalling within the
10-digit statistical -reporting numbers of a particular 8-digit legal provision receivesthe same rate of
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duty as provided for in that 8-digit provision. The 10-digit statistical-reporting numbers are for the
collection of statistical data only and are not part of thelegal text of the HTSUS (and thus cannot be
cited as authority for the classification of merchandise).

The third column is entitled “Article Description.” Within this column are detailed descriptions of
goodsfalling under each heading, subheading, and statistical-reporting number. Asindicated below,
goods are classified under a particular heading or subheading by application of the GRIs, and in some
instances, by application of the Additional U.S. Rules of Interpretation.

The fourth column isentitled “ Units of Quantity.” Under this column isthe unit of measurein which
goods are to be reported for statistical purposes. These units are administratively determined under
section 484(f) of the Tariff Act of 1930 (19 U.S.C. § 1484(f)). These same units may also be used
to assess rates of duty for particular goods. Also, in some instances, two or three different figures
in different units must be reported. The second unit of quantity in such instancesis frequently used
to administer a measure regulating imports (e.g., quotas). If the letter “X” appears in this column,
only the value of the shipment must be reported.

Thefinal three columns appear together under a superior heading entitled “ Rates of Duty.” Therates
of duty in that column apply to goodsimported into the customsterritory of the United States (which
isstated in HTSUS Genera Note 2 to include “only the States, the District of Columbiaand Puerto
Rico”). The column designated number 1 isdivided into two subcolumns: general and specia. Under
the general subcolumn are rates of duty for countries qualifying for most-favored-nation (“MFN”)
status. Most goods imported into the United States receive the general rate of duty.

Under the specia subcolumnarefound theratesof duty for certain preferential tariff programs (which
are designated by alphabetic symbols and discussed in HTSUS General Note 3). The preferentia
rates afforded under these programs are generaly designed to encourage economic stability and
development in certain developing countries (e.g., Caribbean Basin Initiative); to promote trade in
a particular industry (e.g., the automotive industry through the United States-Canada Automobile
Agreement); or to permit market integration through free trade areas (e.g., North American Free
Trade Agreement).

The rates of duty in column 2 apply to products, whether imported directly or indirectly, of certain
countries and areas designated in HTSUS General Note 3. The countries and areaslisted in Genera
Note 3 are ones to whose goods the United States has decided not to extend MFN status. Therates
of duty under column 2 are generally substantially higher than the general or MFN rates of duty under
column 1.
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INTERPRETATION OF THE HTSUS

The tariff classification of merchandise under the HTSUS is governed by the principles set forth in
the GRIs (and applied as discussed above) and, in the absence of specia language or context which
requires otherwise, then by the “Additional U.S. Rules of Interpretation”:

ADDITIONAL U.S. RULES OF INTERPRETATION
1. In the absence of special language or context which otherwise requires:

(a) a tariff classification controlled by use (other than actual use) is to
be determined in accordance with the use in the United States at, or
immediately prior to, the date of importation, of goods of that class or kind to
which the imported goods belong, and the controlling use is the principal use;

(b) a tariff classification controlled by the actual use to which the
imported goods are put in the United States is satisfied only if such use is
intended at the time of importation, the goods are so used and proof thereof is
furnished within 3 years after the date the goods are entered;®

(c) a provision for parts of an article covers products solely or
principally used as a part of such articles but a provision for ""parts' or "'parts
and accessories' shall not prevail over a specific provision for such part or
accessory; and

(d) the principles of section XI regarding mixtures of two or more textile
materials shall apply to the classification of goods in any provision in which a
textile material is named.

Asindicated previoudly, the GRIsand the Additional U.S. Rulesof Interpretation are part of thelegal
text of the HTSUS and are considered to be statutory provisions of law for al purposes. See
Sections 1204(a) and 1204(c) of the Omnibus Trade and Competitiveness Act of 1988 (19 U.S.C.
§ 3004).

® For the general conditions that must be satisfied when the tariff classification of a product is
controlled by the “actual use” of the product, see 19 CFR 8§ 10.131 to 10.139.
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RATES OF DUTY

All goods imported into the United States are subject to duty or duty free entry in accordance with
their classification in the HTSUS. There are three types of rates of duty that may be assessed on
goodsimported into the United States: ad valorem, specific, or compound (or mixed). Anadvaorem
rate of duty is a percentage of the dutiable or customs value of the merchandise. (Thisisthe rate of
duty most often applied in the HTSUS.) A specific rate of duty is a specified amount per unit of
weight or other measure of quantity (e.g., 10 cents per pound or 5 cents per dozen). Findly, a
compound (or mixed) rate of duty isacombination of both an ad valorem rate of duty and a specific
rate of duty (e.g., 5 percent ad valorem plus 10 cents per pound).

MAINTENANCE OF THE HTSUS

In order to remain viable and current, legal procedures exist for modifying the HTSUS under the
Omnibus Trade and Competitiveness Act of 1988 (“OTCA”). Under the OTCA, the President is
authorized to proclaim modifications to the HTSUS as are necessary or appropriate (which includes
maodifications made on the recommendation of the U.S. International Trade Commission asindicated
below). See sections 1204(b) and 1206(a) of the OTCA (19 U.S.C. 88 3004, 3006). These
modifications are considered to be statutory law for all purposes. See section 1204(c) of the OTCA
(19 U.S.C. 83004). Aspart of the modification process, the U.S. International Trade Commission
(“ITC”) is charged with the responsibility of keeping the HTSUS under continuous review and
periodically recommending to the President amendments that have been recommended by the World
Customs Organi zation (see above discussion on amending the Harmonized System) or modifications
that the ITC believes are necessary or appropriate. See section 1205 of the OTCA (19 U.S.C. §
3005). Additionaly, the ITC is charged with the responsibility of compiling and publishing, at
appropriate intervals, and keeping up to date, the HTSUS and related materials. See section 1207
of the OTCA (19 U.S.C. § 3007). Pursuant to this responsibility, the ITC periodically issues new
editions of the HTSUS (as well as supplements as are necessary).

AVAILABILITY OF THE HTSUS AS A LOOSELEAF PUBLICATION

Copies of the HTSUS are available for sale as a looseleaf publication by the Superintendent of
Documents, U.S. Government Printing Office, P.O. Box 371954, Pittsburgh, PA 15250-7954. GPO
Telephone number: 202-512-1800. GPO Facsimile number: 202-512-2250. GPO URL (Internet)
address: http://www.access.gpo.gov/su_docs/.
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AVAILABILITY OF THE HTSUS ON THE INTERNET

For convenience, the HTSUS is available on the U.S. Customs Service's world wide web site: URL
(Internet) address: http://www.customs.ustreas.gov. Words and numbers can be searched in the
HTSUS on this web site. In addition to the HTSUS, other items of interest to exporters and to
importers may be found on this web site.

The HTSUS is also available on the ITC's world wide web site: URL (Internet) address:
http://www.usitc.gov.

ISSUANCE OF CLASSIFICATION RULINGS BY THE U.S. CUSTOMS
SERVICE ON PROSPECTIVE IMPORTATIONS

Asexplained in theintroduction, it isnow the responsibility of the importer of record to classify and
value the goods using “reasonablecare.” 1n order to meet the reasonable care requirement, a person
may use the services of an expert or seek aruling from U.S. Customs.

Under Part 177 of title 19 of the Code of Federal Regulations (19 CFR Part 177), interested persons
may obtain a binding tariff classification ruling on prospective importations into the United States
under chapters 1 through 97 of the HTSUS by submitting awritten request to the Director, National
Commodity Specialist Division, U.S. Customs Service, Attn: Classification Ruling Requests, 6 World
Trade Center, New York, NY 10048. Theruling will be binding at al ports of entry unless modified
or revoked by the U.S. Customs Service’'s Commercia Rulings Division of the Office of Regulations
and Rulings, pursuant to 19 U.S.C. §1625.

Any person intending to export merchandise to the United States or to import merchandise into the
United States may seek a pre-importation ruling from the U.S. Customs Service in order to avoid
classification problems or difficulties concerning their merchandise.

The following information must be submitted as part of a pre-importation ruling request:

. Thenames, addressesand other identifying information of al interested parties(if known) and
the manufacturer identification code (if known).

. The name(s) of the port(s) in which the merchandise will be entered (if known).

. A description of the transaction, for example, a prospective importation of (merchandise)
from (country).

. A statement that there are, to the best of the exporter’s or importer’ s knowledge, no issues
concerning the commodity for which a ruling is sought pending before the U.S. Customs
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Service (including by any U.S. Customs Servicefield office or a any port of entry) or before
any court (including the U.S. Court of International Trade and the U.S. Court of Appealsfor
the Federa Circuit).

. A statement indi cating whether classification advice has been previoudy sought fromthe U.S.
Customs Service concerning the commodity for which aruling is sought, and if so, then from
whom and what advice was rendered, if any.

Ruling requests must contain sufficient information to enable the U.S. Customs Serviceto determine
the proper tariff classification of the merchandise. Accordingly, ruling requests should include the
following information:

. A complete and detailed written description of the goods. Samples (if practical), list of
ingredients and percentages thereof, sketches, diagrams, or other illustrative material should
be submitted with the request if useful in supplementing the written description.

. Cost breakdowns of component materials or parts and their respective quantities shown in
percentages of the goods, if possible.

. A description of the principal use of the goods, as a class or kind of merchandise, in the
United States.
. Information asto the commercial, scientific, technical or common name or designation of the

merchandise (or as otherwise may be applicable).

. Any other information or materials that may be pertinent or required for classifying the
merchandise.

Individual ruling requests must be limited to a maximum of 5 merchandise items which al must be
of the same class or kind (e.g., arequest concerning textile articles may not include items such as
footwear).

FOIA and Information Submitted for a Ruling Request

Asagenera rule, no part of aruling is deemed to congtitute privileged or confidential commercial
or financia information or trade secrets unless confidentially wasrequested asprovided forin 19 CFR
8 177.2(b)(7) and granted as provided for in 19 CFR § 177.8(a)(3). Pursuant to 19 U.S.C. § 1625,
rulings are published electronically (see below). Information submitted to the U.S. Customs Service
as part of aruling request may be disclosed or withheld in accordance with the provisions of the
Freedom of Information Act, as amended. See 5 U.S.C. § 552 and 19 CFR § 177.8(a)(3).
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Administrative Appeal Rights and Procedure

A recipient of a pre-importation ruling from the National Commodity Specialist Division (or a Port)
who disagrees with the classification decision contained in the ruling may seek an administrative
review of the decision from the Director, Commercia Rulings Division, Office of Regulations and
Rulings, U. S. Customs Service, 1300 Pennsylvania Avenue, N.W., 3rd Floor, Washington, D.C.
20229. A request for an administrative review of a classification decision contained in a pre-
importation ruling must be in writing and must set forth the basis for disagreement with the decision
and provide al information and materials necessary to conduct a proper and complete review.

Availability of Classification Rulings Issued by the U.S. Customs Service

Adminigtrative classification rulings issued by the U.S. Customs Service are available (1) by
subscription on diskettes from the U.S. Customs Service (Legal Reference Staff, Office of
Regulations and Rulings, U.S. Customs Service, 1300 Pennsylvania Avenue, N.W., 3rd Floor,
Washington, D.C. 20229. Telephonenumber: 202-927-2257. Facsimilenumber: 202-927-3318) and
(2) free of charge from the U.S. Customs Service’'s world wide web site: URL (Internet) address:
http://www.customs.ustreas.gov. The rulings are also available from various commercial sources.

LIST OF COUNTRIES, TERRITORIES OR CUSTOMS OR ECONOMIC
UNIONS USING THE HARMONIZED SYSTEM

Situation as of 18 April 1997

(Total 152)

Algeria + Brunei CostaRica x  Fnland +
Antigua & Darussalam x  Cotedlvoire + France +

Barbuda X Bulgaria + Cuba + Gabon X
Argentina + Burkina Faso +  Croatia +  Germany +
Austrdia + Cameroon + Cyprus + Ghana X
Austria + Canada + Czech Greece +
Bahrain X Central African Republic + Grenada X
Bangladesh + Republic X Denmark + Guatemaa X
Barbados x  Chad + Dominica x  Guinea X
Belgium +  Chile x  Ecuador x  Guyana X
Belize X China + Egypt X Haiti X
Benin X Colombia X El Salvador X Honduras X
Bolivia X Comoros X Estonia + Hong Kong X
Botswana + Congo X Ethiopia + Hungary +
Brazil + Cook Idands X Hji X lceland +
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India
Indonesia
Iran
Ireland
|sragl
Italy
Jamaica
Japan
Jordan
Kenya
Kiribati
Korea (Rep.)
Kuwait
Latvia
L ebanon
Lesotho
Libyan Arab
Jamahiriya
Liechtenstein
Lithuania
L uxembourg
Macao
Madagascar
Maawi
Madaysia
Madli
Madlta
Mauritius

Notes:

+ 4+ X X ++ + X+ + 4+ + + +

+ + + + + + X+ + X+

Mexico
Mongolia
Morocco
Mozambique
Myanmar
Namibia
Netherlands
Nepal
New Caledonia
(Fr. Terr))
New Zealand
Nicaragua
Niger
Nigeria
Niue
Norway
Pakistan
Panama
Papua

New Guinea
Paraguay
Peru
Philippines
Poland
Polynesia
(French Terr.)
Portugal

X + X + X + + +

X + + X + 4+ x + X%

+ X X X X

+ X

Qatar

Romania

Russia

Rwanda

Saint Kitts and
Nevis

Saint Lucia

Saint Pierre
and Miquelon
(Fr. Terr))

Saint Vincent and

the Grenadines
Saudi Arabia
Senegd
SierraLeone
Singapore
Slovakia
Sovenia
Solomon Islands
South Africa
Spain

Sri Lanka
Sudan
Swaziland
Sweden
Switzerland
Tanzania

X o+ 4+ + X

x

X + 4+ + + 4+ + +xX + +x X+ + X

Tariff Classification
November, 1997

Thailand +

The Former

Y ugoslav Republic of
Macedonia +

Togo +

Tonga X

Trinidad and
Tobago

Tunisia

Turkey

Tuvalu

Uganda

Ukraine

United Arab
Emirates

United Kingdom

United States

Uruguay

Vanuatu

Venezuela

Viet Nam

Wallis and Futuna
(Fr. Terr))

Zaire

Zambia

Zimbabwe

EC

X + X + + X

X X X X + + X

+ + + + X

+ Acceptance (i.e., Contracting Party to the Harmonized System Convention).
X Indicates application only.
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ADDITIONAL INFORMATION
Customs Electronic Bulletin Board

The Customs Electronic Bulletin Board (CEBB) is an automated system which provides the
entire trade community with current, relevant information regarding Customs operations and items
of special interest. It was established as another effort to promote the Customs Service as “trade
friendly” within the importing and exporting community. The CEBB posts timely information
including proposed regulations, news releases, Customs publications and notices, etc which may be
“downloaded” to your own PC. The Customs Service does not charge the public to use the CEBB.
Y ou only pay telephone charges. The CEBB may be accessed by modem or through Customs Home
Page on the World Wide Web. If you accessit by modem, you must have a personal computer with
amodem. The CEBB supports modem speeds from 2400 to 28,800 baud. Set up your termina as
ANSI, set databitsto 8, set parity to N and stopbitsto 1. Dial (703) 921-6155 and log on with your
name and choose a password. After afew questions, you are set to get up-to-date information from
Customs. If you have any questions about the CEBB, call (703) 921-6236.

The Internet

The Customs home page on the Internet’ s World Wide Web --which began public operation
on August 1, 1996-- will also provide the entire trade community with current, relevant information
regarding Customs operations and items of specia interest. It was established as another effort to
promote the Customs Serviceas*“tradefriendly” within theimporting and exporting community. The
home page will post timely information including proposed and final regulations, rulings, news
releases, Customs publications and notices, etc., which may be searched, read online, printed or
“downloaded” to your own PC. In addition, the CEBB (see above) may be accessed through our
Home Page. The Customs Service does not charge the public for this service, although you will need
Internet access to use it. The Internet address for Customs home page is
http://www.customs.ustreas.gov.

Customs Regulations

The current edition of Customs Regulations of the United States, in loose-leaf format, is
available by subscription from the Superintendent of Documents, U.S. Government Printing Office,
Washington, DC 20402. The bound 1997 Edition of Title 19, Code of Federal Regulations, which
incorporates all changesto the Customs Regulations from April, 1996 through March, 1997 isaso
available for sale from the same address. All proposed and fina regulations are published in the
Federal Register whichispublished daily by the Office of the Federal Register, National Archivesand
Records Administration, and distributed by the Superintendent of Documents. Informationon on-line
accessto the Federal Register may be obtained by calling (202) 512-1530 between 7 am. and 5 p.m.
Eastern time. These notices are also published in the weekly Customs Bulletin described below.
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Customs Bulletin

The Customs Bulletin and Decisions (““Customs Bulletin™) is a weekly publication which
containsdecisions, rulings, regulatory proposals, noticesand other information of interest to thetrade
community. It also contains decisionsissued by the U. S. Court of International Trade and Customs
related decisions of the U. S. Court of Appeals for the Federa Circuit. Bound volumes are issued
annually. The Customs Bulletin is available for sale from the Superintendent of Documents.

Video Tapes

The U.S. Customs Service has prepared a two hour video tape in VHS format to assist
Customs officers and members of the public in understanding the new Rules of Origin for Textiles
and Apparel Products which becameeffectiveon July 1, 1996. Copiesof thistapeareavailablefrom
many trade organizations, customs brokers, consultants and law firms. The tape may also be
purchased for $20.00 (U.S. funds) directly from the Customs Service. If you require further
information, or would like to purchase one or more tapes, please forward your written request to:
U.S. Customs Service, Office of Regulations and Rulings, 1300 Pennsylvania Avenue, NW,
Washington, DC 20229, Attn: Operationa Oversight Division. Orders must be accompanied by a
check or money order drawn on a U.S. financia ingtitution and made payable to U.S. Customs
Service.

In order to assist thetrade, Customs has prepared a video tape entitled “ Customs Compliance:
Why Y ou Should Care.” This 30 minute tape is divided into two parts. Part I, almost 18 minutesin
length, isdesigned to provide senior executives and othersinimporting and exporting companieswith
an overview of some significant features of the Customs “Modernization Act” and some major
reasons for adopting new strategies for minimizing legal exposure under this Act. Part |1 isintended
primarily for compliance officers, legal departments and company officersinvolved in importing and
exporting. Thislatter Part, approximately 12 minutes in length, explains why Customs and the trade
can benefit from sharing responsibilities under Customslawsand it provides viewerswith somelega
detail relating to record keeping, potential penalties for non-compliance, and Customs Prior
Disclosure program.

Part | features former Customs Commissioner George Weise, Assistant Commissioner for
Regulations and Rulings Stuart Seidel, and Motorolas Vice President and Director of Corporate
Compliance, Mr. Jack Bradshaw. Assistant Commissioner Seidel is the only speaker in Part I1.

The tape is priced at $15.00 including postage. New orders, complete with payment in the
form of a check or money order, should be addressed to the U.S. Customs Service, Office of
Regulationsand Rulings, Attention: Operational Oversight Division, 1300 PennsylvaniaAvenue, NW,
Washington, D.C. 20229.
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Informed Compliance Publications

The U. S. Customs Service has a so prepared other Informed Compliance publicationsin the
What Every Member of the Trade Community Should Know About: series, which are available from
the Customs Electronic Bulletin Board and the Customs Home Page (see above). As of the date of
this publication, the following booklets were available:

Fibers & Yarns

Buying & Sdlling Commissions

NAFTA for Textiles & Textile Articles
Raw Cotton

Customs Vauation

Textile & Apparel Rules of Origin
Mushrooms

Marble

Peanuts

Caviar

Bona Fide Sdes & Saesfor Exportation
Caviar

Granite

Internal Combustion Piston Engines
Vehicles, Parts and Accessories

Articles of Wax, Artificial Stone and Jewelry
Tariff Classfication

FHFHRFHHFHRHRFRFHERHRIEHR

Check the Customs Electronic Bulletin Board and the Customs Home Page for more recent
publications.

Other Value Publications

Customs Valuation under the Trade Agreements Act of 1979 is a 96-page book containing
a detailed narrative description of the customs valuation system, the customs valuation title of the
Trade Agreements Act (8402 of the Tariff Act of 1930, as amended by the Trade Agreements Act
of 1979 (19 U.S.C. 81401a)), the Statement of Administrative Action which was sent to the U.S.
Congress in conjunction with the TAA, regulations (19 C.F.R. 88152.000-152.108) implementing
the valuation system (a few sections of the regulations have been amended subsequent to the
publication of the book) and questions and answers concerning the valuation system. A copy may
be obtained from the U.S. Customs Service, Office of Regulations and Rulings, Value Branch, 1300
Pennsylvania Avenue, N.W., Washington, D.C. 20229.
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Customs Valuation Encyclopedia (with updates) iscomprised of relevant statutory provisions,
Customs Regulations implementing the statute, portions of the Customs Vauation Code, judicial
precedent, and administrative rulings involving application of valuation law. A copy may be
purchased for anominal charge from the Superintendent of Documents, Government Printing Office,
P.O. Box 371954, Pittsburgh, Pennsylvania 15250-7054.

Additional information may be obtained from Customs ports of entry. Please consult your
telephone directory for a Customs office near you. Thelisting will be found under U.S. Government,
Treasury Department.

Theinformation provided in this publication isfor general information
purposes only. Recognizing that many complicated factors may be
involved in customs classification issues, an importer may wish to
obtain a ruling under Customs Regulations, 19 C.F.R. Part 177, or
obtain advice from an expert (such as a licensed Customs Broker,
attorney or consultant) who specializesin Customs matters. Reliance
solely on the genera information in this pamphlet may not be
considered reasonable care.

-33-



